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This is a research to find out the opportunities
for a new department store in the Hong Kong market and to
construct finally a marketing model for it. The research
is composed of three parts. First of all, a study of Hong
Kong's department stores is conducted from a marketing
viewpoint to have a general understanding of the industry
and its current practices. Secondly, a target market and
supplementary markets are segmented for the new store. A
customer survey on the target market is also carried out to
better understand their attitudes and buying habits towards
shopping in department stores. Finally, a marketing model
of a new department store is formulated for the defined
target market.
From the study of Hong Kong's department stores, it
is found that the industry is now in a defensive position.
Most of the department store compete with each other by
pricing only. Customer services are poorly developed when
compared with those stores in other big cities. It is a
threat but can also be an opportunity for a new comer to
develop and grow.
A target market is segmented in order to provide a
more concrete direction for the development of the
marketing model. The segmentation is made on both
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demographics and psychographics. A market of young,
active, educated middle-class working females and three
related supplementary markets are defined. Further
information about the target customers' buying habits,
preferences and attitudes towards shopping in department
stores is collected by a customer survey. The findings of
the survey show that none of the existing department stores
can fully satisfy the target customers' needs. So, no
direct competition actually exists. This can be a great
opportunity for the new store.
Eventually, based on the industrial audit and the
results of the customer survey, a marketing model is
constructed for the new store to approach and satisfy the
target customers. The model includes: Personality-store
positioning and image Place-store location and design
Products-goods and services Perople and
Communication-advertising, sales promotion, public
relations and personal selling. It is recommended that the
new store should be positioned in-between the top (Lane
Crawford) and the others to fill the gap. It should create
a store.image which is customer-oriented and provide
quality products as well as services to better satisfy
customers. The other parts of the model is also created on
the same direction to support the store personality.
This report can be a basic reference for either a
new department store to start business here or an existing
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In this research, it is supposed that a famous
Amercian department store (e.g. Macy) intends to explore
the Hong Kong market. The researcher is employed by this
department store to conduct a research on the business
environment of the industry in Hong Kong and to prepare
recommendations on the positioning of the store and the
marketing programme. Therefore, this is a study of how to
look at an industry before the actual engaging and how to
formulate marketing strategy by employing knowledge of the
opportunities and threats of the business environment.
The following sections in this part include the
purpose of the study, threats and opportunities of the
department store in Hong Kong, the objectives, organization
and limitations of the research.
The purpose of the study
To start a business in an established and
competitive industry is challenging. Its success depends
very much on a full understanding of the industry, its
business environment and the underlying problems and
opportunities; a careful and proper identification of a
target market; the realization of the target customers'
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needs and wants; the detailed analysis of the competitors'
strengths and weaknesses; and also how to construct
long-term strategies to capture and satisfy the target
customers. Since these initial steps are critical to the
establishment of a business, serious investors would have
detailed studies of all these important issues before they
take actions.
By conducting this exercise, the researcher expects
to enrich her experiences in:
1. how to find out the underlying problems and
opportunities of a business;
2. how to identify a market with high potential but not yet
satisfied by the current products/services;
3. how to effectively ultilize the knowledge of the
competitors' strengths and weaknesses, the trends of the
business environment and also the customers' needs and
wants to formulate long-term strategies for a new comer
in order to establish a distrinctive image and offer
innovative products/services.
Moreover, marketing is considered as the most
important element in the service industry, but the study of
the local department store from a marketing perspective is
very rare. Therefore, the researcher believes that it is
worthwhile to invest a few months time on it. She expects
that this study can stimulate the interest of others in
this business.
On the other hand,.a new department store can be
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either a completely new store (i.e. located in a new site
and operated under a new store name) or any existing stores
which employ the concepts of the model to re-position their
image and to modify their services for the customers.
Therefore, the recommended model can also be used by the




The department store is one of the major service
industries in modern cities. In Hong Kong, some department
stores such as Lane Crawford, Wing On and Sincere have been
conducting business for over half of a century. Although
the department store has been established for a long time,
its recent sales growth in terms of both value and volume
is slower when compared with other retail businesses such
as supermarkets.
TABLE 1
VALUE INDEXES OF RETAIL SALE









VOLUME INDEXES OF RETAIL SALE





Source: Hong Kong Monthly Digest of Statistices, Census &
Statistices Department
B. High Competition
Keen competition is an inevitable phenomenon for
service industries. In Hong Kong's department stores, this
can be easily observed from the frequent sales promotions,
as well as the heavy use of advertisements of some stores.
Besides the competition within the industry, department
stores have to compete with junior department stores (those
have a smaller number of product lines and do not meet the
definition), spercialty stores (especially those in the
major shopping arcades) and well established supermarket
chains. The growth of new shopping arcades (e.g. in
Tsimshatui East) brings about significant competition to
the department store.
Opportunities
Even though there are problems facing the
department store, business opportunities/potentials still
exist because:
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.A. Hong Kong is a Growing Economy
For the last ten years, the average growth rate of
real Gross Demostic Product (GDP) of Hong Kong is over 8%
which makes it one of the top three fastest developing
countries in Asia.
B. Nigh Rtivi ncr PnwPr
The Private Consumption Expo diture (PCE) accounts
for over 50% of the GDP (TABLE 3) and it reflects a steady
growth of the total and the per capita amount. It is also
found that the bank deposits per capita (TABLE 4) increases
tremendously over the last few years. That means a•-higher
potential consumption power.
TABLE 3
PRIVATE CONSUMPTION EXPERDITURE AT 1980 MARKET PRICE
Year Total(Mill.$) Per Capita($) Ratio to GDP(%)
1975 46,002 10,465 59.9
1976 49,297 11,093 54.8
1977 58,090 12,881 57.4
1978 69,215 15,057 62.5
1979 75,650 15,506 61.2
1980 85,349 16,939 62.2
1981 91,878 17,826 61.2




Source: Estimates of Gross-Domestic Product 1966 to 1983
6TABLE 4
DEPOSITS FROM CUSTOMERS IN BANKS
Year Total(Millions$) Per Capita($)






Source: Hong Kong Monthly Digest of Statistics, Census
Statistics Department
C. The Continual Growth in Tourism
In the last decade, Hong Kong has continued with
its great success in developing its tourism. This will be
further enhanced by the opening of China. On the other
hand, Hong Kong is known as the shoppers' paradise because
of the wide varieties of products, the low prices and the
absence of a sales tax. Shopping is definitely one of the
major pruposes of visitors to Hong Kong, especially those
from South East Asia.
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TABLE 5
TOTAL NUMBER OF INCOMING VISITORS TO HONG KONG
AND PER CAPITA SPENDING









Source: Hong Kong Monthly Digest of Statistics, Census &
Statistics Department
On the other hand, Hong Kong is a small place
(1,064 rugged square kilometers), but it has a total of 5.5
million inhabitants. In such a densely populated city,
shopping becomes one of the major activities of most Hong
Kong people especially in week-ends and on holidays.
The slow growth of the department is mainly due to
the emergence of new competitors (e.g. shopping arcades,
supermarkets), the lack of sophisticated planning and
effective management, and the lack of appropriate and
creative marketing strategies. A revolutionary change may
be helpful to revive the industry.
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The Objectives of the Research
As mentioned at the beginning of this section, the
researcher is supposed to be a consultant of a famous
Amercian department store which intends to explore the Hong
Kong market. So the ultimate objective of this research is
to Great a marketing model for this department store.
Since the entire Hong Kong market is composed of
many different sub-markets, a target market has to be
identified before the construction of the model.
Therefore, the objectives of this research include:
1. To have a general understanding of the business
environments of the department store in Hong Kong
2. To identify a market with high potential which is not
fully satisfied by the current practices of the
department store
3. Eventually, to creat a model of a department store for
the identified market.
Organization
Chatper 2 of this report is the procedure and
methodology of the whole research. The sequences and
connection of different steps are summarized as a
flow-chart(FIGURE 1). Procedures and methods of some
critical steps of the project are explained further in the
rest of the chapter.
Chapter 3 is a brief review, mainly marketing
practices, of the department store in Hong Kong. It is a
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summary of the preliminary study findings. This part
discusses the department store industry and its immediate
business environment including the type, products,
services, publicity, advertising, promotion, sales
force/management, strengths weaknesses, competition and
trend of development.
Chapter 4 is the segmentation process of a target.
market and its supplementary markets.
Chapter 5 is the summary and analysis of the
customer survey. The target customers' attitudes toward
the existing department store and their ideal department
store are included in the analysis. Competition for the
same target market is also discussed.
In chapter 6, the researcher prepared a marketing
model for the new store to establish and develop. The
model includes store positioning and image, site selection,
store design, products/services, marketing communication
and control.
Limitation
Since the company which intends to open a new
department store in Hong Kong does not actually exist.
Important considerations of an organization such as
mission, goals and objectives are not well defined in
formulating the model of the new department store.
Due to the restrictions of time, human and
financial resources, the.customer survey cannot be




The research project is divided into three
sections. Firstly, a set of selecting criteria for a major
department store is set up to define the scope of a
preliminary study. This study can give a general
understanding of the industry and its current practices and
immediate business environment.
Secondly, a target market and the supplementary
markets are segmented based on the preliminary study
findings the consumption patterns, purchasing power, wants
and needs of customers in different social classes the
structure and development trend of the community theories
and findings in literatures and publications about the
department store and its customers.
Thirdly, a simple customer survey on the target
market is conducted to collect information of these
customers' preferences, purchasing behavior, and attitudes
towards the existing department stores, and their
expectation on a new one. Results of the survey play an
important role in formulating the model. Figure 1
summarizes the procedure of the research.
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FIGURE 1






Identifying the major journals and other sources
department stores
Segmentation of a target market
Conducting the and supplementary markets
preliminary study
on the major stores
onducting a customer survey





mlodel of a new department
store for the identified
target market
12Selecting Criteria
1. meeting the definition;
A department store is defined in the Standard
Industrial Classification Manual as "an establishment
normally employing 25 or more people and engaged in
selling some items in each of these three merchandise
lines: furniture, home furnishings, appliances, radio
and television sets apparel for men, women and
children; and household linens and drv goods".
2. using advertising and promotion;
3. being known to most Hong Kong people.
Preliminary Study
The preliminary study on the major department stores
includes information on:
1. characteristics;
2. services and products;
3. publicity, advertising and promotion;
4. sales force/management;
5. strengths and weaknesses;
6. customers;
7. competitions;
8. trends of development.
The methods employed to accomplish the preliminary study
include:
1. observation and information collection in the major
department stores;
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2. analysis of their marketing practices and marketing
communications;
3. personal interviews with the administrative, sales and
marketing people of the industry.
Market Segmentation
Demographics (age, sex, income, education) and
psychographics (lifestyles, attitudes, values) of customers
are the two bases for the target market segmentation. In
addition to the findings from the preliminary study and
relevent secondary data from government official
publications are used in the segementation. Other sources
about the department store and its customers are also
considered.
Customer Survey
The survey on the target market is conducted by
personal or telephone questionnaire interviews with 60
appropriate samples subjectively selected by the
researcher. The purposes of this customer survey are:
1. to know more about the target customers' buying
behavior;
2. to find out their attitudes toward the
products/services, location, marketing practice and
other related factors of a department store;
3. to identify their requirments on an ideal department
store.
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And eventually, as mentioned in the above chart, a model of
a department store for the identified market will be
created. This model will including important issues as:
1. positioning and image of the-department store;
2. location selection and store design;




A SUMMARY OF THE PRELIMINARY STUDY
- THE DEPARTMENT STORE IN HONG KONG
In Hong Kong, less than 20 stores are qualified as
department stores. Of which, Lane Crawford is the oldest
one, having been in business for more than one century;
Yaohan is the newest which was only opened at the end of
last year. Others such as Shui Hing, Wing On and Sincere
have been in businesses for over 50 years. The preliminary
study includes those stores with branches in the five major
business districts- Central, Causeway Bay, Tsimshatui,
Yaumatei and Mong Kok. The result of the preliminary study
is summarized as a brief review in the rest of this
chapter.
Types
Based on their positionings, these department
stores can be classified as:









3. Chinese products department stores
a) Tourist market
Chinese Arts & Crafts
Chung Kui (Arts & Crafts branch and TST branch)




Chung Kui (other branches)
Yue Hwa (other branches'





5. Singapore based department store
Klasse
Products
As in most department stores in other big cities,
wearing apparels, especially ladies' fashion and
accessories, and household goods are the two major lines of
merchandise sold in Hong Kong's department stores. Other
popular items are cosmetics, furniture and toys.
Hong Kong is a free port. Except for a few items
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like tobacco and automobile, all imported goods are duty
free and not subject to. any quota restriction. On the
other hand, almost all local manufacturers aim at oversea's
markets rather than the local one. A majority of local
residents think that most of imported products (except
Chinese products) are better than the locally made in both
quality and design; even though this is no longer true in
all cases.
For all these reasons, when compared with those in
other countries, department stores in Hong Kong carry more
imported merchandise. World-wide famous brands of Europe
such as Bally, Christian Dior and YSL can be easily bought
in upscale local department stores like Shui Hing and Lane
Crawford. Other local department stores are selling
imported products as well as some local items. In addition
to Japanese products, some departments of Japanese stores
also carry products from other western countries. But
nearly all Chinese products stores have their merchandise
imported from China only. Product differentiation among
Chinese stores is not therfore very much.
Prices also vary widely in different types of
stores. One can buy a lady's shirt for $40 from the
Chinese department stores or for over $1,000 from some
upscale local stores.
Also, it is not unusual that branches of a store in
different geographical locations have different emphasis on
their product mix. Those in major commercial areas carry
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more fashionable merchandise of higher quality and price
while those in generally residential areas (e.g. Mei Foo,
Shatin) have more inexpensive and practical items. Figure
2 shows the relative price/quality level and assortment of
merchandise provided in key branches (those in the five
major business districts) of different stores, ladies'
fashion is used as the reference.
Services
Unlike those stores in Tokyo, New York and London,
department stores in Hong Kong do not place much emphasis
on service innovation and creation. The services provided
by most of them are limited to the acceptance of credit
cards and the delivery of bulky items such as furniture.
When compared with other types of department stores,
Japanese stores have better services. For example,
Daimaru, mistsukoshi and Yaohan provide one to two hours'
free parking with a minimum purchase of $50 or $100,
Daimaru has a special counter delivery pamphlets of sports
activities and it also has some study groups for customers.
Publicity
The most frequent publicity of department stores is
a very short press review of the promotion which a store is
conducting. It is seldom applied to develop and promote
the company image. Sincere and Wing On may have one to two
fashion shows a year. Occasionally, Lane Crawford sponsors
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FIGURE 2
RELATIVE PRICE/QUALITY LEVEL AND ASSORTMENT OF MERCHANDISE PROVIDE


















television programmes (e.g. Bare Essence) or lucky draws.
The most important publicity was the firework
display in Shatin sponsored by Yaohan for its opening.
Advertising
A. Media
1. Chinese newspapers and magazines
These two media are the most frequently used by all
department stores because:
a) over 95% of Hong Kong residents are Chinese and many of
them read at least one Chinese newspaper every day and
one Chinese magazine a week
b) when compared with others, it is a low cost medium in
terms of reach.
2. Local English newspaper and magazines
Even though the English medium is much less employed
for department store advertisement, it is one of the
effective means to transmit information and message to
visitors and English speaking residents. Therefore, those
tourist and upscale department stores also advertise in
English newspapers and magazines as well as the Chinese
ones.
3. Television
Both the production cost and the air time are much
higher than other forms of media( a 30-second TV ad
costs $33,000 in prime time of Jade channel), television
advertisement is employed by Japanese-and Chinese
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products department stores for promotion (e.g. price
cutting) only, the advertisement is therefore as simple
as possible. Very often, it is only an announcement.
Local department stores (except Da Da) use more
television advertisements, Wing On was one of the top
ten advertising clients of Hong Kong Television
Broadcast in 1984, it spent over $10 million for
television advertising that year.
Both Lane crawford and Shui Hing have television
advertisements to promote their store image. Lower
costs and higher audiences of their target markets would
probably be the reasons for them to have their
television advertisements on the two English Channels
more frequently.
4. Radio
For its lower costs, it is generally used by some
Chinese products department stores for sales promotion.
S. Others
Others such as painted bodywork on buses, posters (in
light boxes) in MTR and KCR stations, ferries and also
common media for department stores' advertising.
B. Intended Message
Most of the department stores, especially Chinese
products stores and Japanese stores, have advertisements
related to sales promotion because advertising is an
effective tool to transmit these special and seasonal
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messages to customers (print ads of different department
stores can be seen in the attachment).
In addition to being a supporting mean for sales
promotion, advertisement is sometimes employed by certain
local stores to promotion ladies' fashion and the store
image. Among all of them, Lane Crawford is the one which
has successfully developed its own image by advertising.
The series of advertisements in special styles, the slogan
We are temptation. and the background music in television
advertisement are all carefully designed to serve the
purpose.
Promotion
Price reductions seem to be the most important
promotional activity of Hong Kong's department stores.
Lane Crawford has two major sales each year which quicken
its turnover hundred times. Da Da offers 20% discount each
weekend and therefore has its merchandise sold mostly
during these days. Other local stores and Chinese products
stores have several price cuttings each year, usually at
the end of seasons or before major festivals (Ester,
Christmas, New Year).
Other than general overall price reductions, Wing
On has price cuts for three to four selected items from
each Friday to Sunday to encourage more walk-in customers
on the weekends.
Instead of having all the items on discount,
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Japanese stores prefer to have price reduction for a
variety of merchandise and list them on the press ads.
Besides price cutting, lucky draw is a popular promotional
technique employed by Japanese stores. For some Chinese
products stores, price reduction is sometimes replaced by
gift certificate and giveaway.
Promotion on special topic like "British Today" and
"Japanese Food" is also the marketing actvity of some local
(e.g. Wing On, Shui Hing, Sincere) and Japanese stores(e.g.
Daimaru).
Sales Force/Management
Except for Chinese products emporiums which employ
more males than females as salesclerks, sales people of
Hong Kong's department stores are mostly females from 18 to
late 30's. A majority of them are high school leavers. In
fact, they are not required to complete the secondary
education, possess any professional qualification or
working experences when they are hired. The department
store will give some basic training to them, usually on
how to handle a sale(wrap purchases, write a receipt, check
stock, etc). The training is seldom organized as a
programme or a course. A new sales person will be
instructed by her supervisor and then learn by herself
through on-the-job experences.
Supervisors and even department managers are
usually promoted from the bottom. They are very familiar
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with the operation side but most of them lack formal
training in sales and marketing management. Very often,
the role of a department manager is considered more on
merchandising than on sales management. So it is not
surprising that salesclerks of Hong Kong's department
stores are order-takers rather than order-makers. They are
not much different from a cashier.
Strengths
1. Most of the local stores have been in business for a
long time. They are well known to both local residents
and foreign visitors.
2. Almost all of them have branches located in strategic
locaions of major commercial areas.
3. They have knowledge about the culture and habits of
local residents.
Weaknesses
1. Production-oriented rather than marketing-oriented,
treat different kinds of customers in the same manner.
2. Lack of sophisticated marketing strategy, price
reduction has been over used and no longer be an
attractive promotion tool.
3. Even though it is a service industry, department stores
in Hong Kong do not place much emphasis on their services
innovation and creation. When compared with those in
other advanced countries, 'services in Hong Kong's
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department stores are underdeveloped.
4. Nearly all salesclerks are insufficiently trained in
marketing concepts and sales techniques.
Customers
The majority of Hong Kong's department stores do
not have obvious strategies of market segmentation.
However, since they are offering products of different
price ranges and origins, their major customers can still
be differentiated. The characteristics of the major of
their customers of different store types are summerized as:
1. Tourist/local department stores
a) Local residents, upper-middle class or above,
married, older age-group, look for famous brands and
quality of merchandise, not too fashion conscious,
concern about their social status.
b) Tourists, mainly Amercian, Australian and European,
seeking high quality products.
2. Local department stores
Local people, middle class, age between 20 to 45,
married with young children, sensitive to price.
3. Chinese products department stores
a) Tourists, older age group, looking for Chinese
antiques, arts and crafts.
b) Local residents, lower to working class, very much
concern about price, do not care about the quality of
products and services.
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4. Japanese department stores and Klasse
Local people, younger age group, active and receptive
to new ideas and products, 'concerned with their personal
styles.
It is observed that customers shop more frequently
on weekends and holidays. Many of them consider shopping
one of their major holiday activities. Among the
customers, females are the major shoppers and buyers. It
seems this phenomenon is universal because the department
store is also known as "Women's store" (Lazer and Smallwood
1977 Venkatesk 1980).
Competition
A. Within the Same Industry
Department stores under the same category are very
often located in the same district. For example, there are
three Japanese department stores in Causeway Bay.
Therefore, high competition between them is unavoidable.
As mentioned earlier, although it is a service industry.
The department stores in Hong Kong usually compete with
each other by prices rather than by services.
B. With Specialty Stores/Shopping Arcades
The development of shopping arcades is very rapid
in recent years. Shopping arcades contains shops of
various types: ladies' fashion, gift gallery, stationary,
snack, sports wear, records and tapes, etc. The number of
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product lines in some big shopping arcades such as New
World Center and Harbour City is comparable to a major
department store. Even though the product selection range
of individual specialty stores in the shopping arcade is usually
narrower, they carry fashionable items and provide better
selling services. Sales people are more active to serve
and to create relationship with customers.
C. With Junior Department Stores
Junior department stores are those having a smaller
number of product lines. This kind of stores, like Isetan
and Dodwell, concentrates on one or two lines of
merchandise, usually apparels and accessories. The
advantage of being a junior department store is that they
have not to carry too many kinds of stocks. But the
attraction to customers as a department store is
comparatively lowered.
D. With Supermarkets
In Hong Kong, the supermarket is one of the faster
growing businesses developed in the last ten years. This
market is dominated by two big chains: Park'n Shop and
Wellcome. Merchandise offered in supermarkets is no longer
limited to food and toiletry. Cooking devices, stationary,
street wear, wines and spirits are also available. The




The newly opened department stores are mainly
branches of well known Japanese stores,e.g. Yaohan,
Mistsukoshi and Tokyu. (A new Japanese store, Sogo, will
open soon in Causeway Bay.)
Commercial districts in downtown and significant
new towns are important locations for new comers. Yaohan
is in Shatin while Sogo will be in Causeway Bay.
Large stores with tastful decoration and display,
offering products/services in a package wil be welcome.
Summary
This chapter is a general review of the department
store in Hong Kong about the characteristics of different
store types, their marketing practices, customers,
strengths and weaknesses, competitions and trends of
development. It is observed that most Hong Kong's
department store try to compete with one another and also
new competitors by prices rather than by services. This
kind of unhealthy competition may be a niche/opportunity
for a new comer to establish and develop.
Next chapter will discuss about market segmantation
and the process of defining a target market composed of
frequent department store shoppers who possess high buying
potential; are receptive to new ideas, products/services;




The target market of a department store is those
customers on whom the store will concentrate its focus on
developing the marketing programme. For most department
stores in Hong Kong, they do not define their target market
clearly. It seems that they assume all the Hong kong
people are their customers. They are not able to develop
effective marketing programme therefore because their
market is composed of customers with needs widely different
from one another. In order to avoid this kind of strategic
mistake, one needs to have an identified target market and
supplementary markets. Moreover, for a marketing-oriented
business, market segmentation and company positioning have
hand-in-hand relationship. So, market segmentation is
vital to a department store and is a must before the
construction of a marketing programme.
Objective
As mentioned earlier,. all that the department store
in Hong Kong has to fight for sales is price. They do not
invest on the services innovation and creation. The
services currently provided,cannot meet higher standard of
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the upper-scale and more particular customers who are more
concerned with quality of goods and their social status,
among other things. In order to fill the gap, the new
department store should place its primary emphasis on
customers who are:
1. frequent shoppers;
2. with high consumption potentials;
3. receptive to new ideas, products and services;
4. style, quality, service and socially conscious.
Therefore, the purpose of this market segmentation is to
identify a target market with the above characteristics.
Segmentation
Since a market is composed of three basic elements:
people, their ability to buy and willingness to exchange,
the segmentation process is to identify those customers who
have needs of our products/services, with a certain level
of purchasing potentials and willing to buy the kind of
products/services we will offer.
The entire segmentation can be divided into three
main steps. The first step is to separate a group of
people from the rest by demographic variables- age,
income, education and occupation. This group of people
should be:
1. large enough to form a market;
2. in the family life cycle with great demands on
merchandise offered by.the department store;
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3. possessing high buying power;
4. receptive to new ideas.
By finishing the first step of the segmentation,
two of the three basic elements of a market can be defined.
The second step is to further define a subgroup of
people who are:
1. conscious of products/services quality, personal style
and social status;
2. not yet satisfied by the current practices and services
of Hong Kong's department stores;
3. willing to pay for better products and services.
In this step, psychographics such as life-styles,
attitudes and values of customers will be considered in the
segmentation.
The final step is to identify who is the decision
maker, the buyer in shopping, especially in the department
store.
A. People
From table 6, it is found that the age group
between 15 to 44 accounts for a half of the total
population in the next ten years.
32
TABLE 6
DISTRIBUTION OF PROJECTED POPULATION BY AGE
1986 1991Age group 1996
0-14 23.4% 23.3% 22.6%
15-24 17.9 14.3 13.4
25-34 20.4 20.3 16.7
35-44 12.5 16.3 18.7
45-54 9.5 8.9 11.3
55-64 8.3 8.2 7.7
7.865 or over 8.7 9.6
Source: 1981 Census Based Population Projections Main
Report of the 1981 Census, Census and Statistics
Department
TABLE 7






Source: Main Report of the 1981 Census, Census &
Statistics Department
Table 7 indicates that less than 10% of the total
working force is below the age of 20. It means that people
under 20 are much less economically active than those over.
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Since the ability to buy is one of the critical factors of
a market, only those with buying power is therefore
considered. Furthermore, from Table 8, we can see that
over 90% of people under 20 are single and in the family
life cycle different very much from the older ones.
TABLE 8








95.050 or over 94.6
Source: Main Report of the 1981 Census,Census & Statistics
Department
Since more than 70% of people over 30 are married,
people of 20 to 39 are mostly either getting married or
married for a few years. Those married may have children
under ten years old. The department store is an ideal type
of store for them to shop. Here, they can purchase for
themselves, their spouse, their children and their home.
Thus, people in this age group are the frequent shoppers of
a department store.
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B. Ability to Buv
The ability to buy is directly related to the
customers' income. In Hong Kong, the low income tax rate
results in a rather high disposable income. At least 83%
of the customers' income is spendable. No doubt, those who
earn more can spend more. Figure 3 and 4 are the
expenditure patterns of different income groups on clothing
footwear, and miscellaneous goods. According to the
classification of the Census Statistices Department,
these two types of goods.which consumers usually purchase
in department stores, boutiques and supermarkets.
From these figures, it is clear that higher income
groups spend more on purchasing in the department stores or
the likes. Therefore, those with personal income over
$5,000 per month or household income over $15,000 per month
(The average household size in Hong Kong is expected to be
3.54 in 1986, according to the 1981 census.) would be the
customer we intend to market.
Since education and occupation affect one's ability
to earn, these two factors are also considered. On the
other hand, because better-educated consumers are generally
receptive to new ideas and products, and also demand higher
quality in both goods and services, they would be more
willing to pay for the better products and services.
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FIGURE 3
THE HOUSEHOLD EXPENDITURE OF CLOTHING & FOOTWARE BY EXP. GROUP
20
10
1 2 3 4 5 6 7 8 9 10 11 1213 1415 Household
Expenditure group
FIGURE 4
THE HOUSEHOLD EXPENDITURE OF MISCELLANOUS GOODS BY EXP. GROUP
20
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1 2 3 4 5 6 7 8 9 10 1112 1314 15 Household
Expenditure group
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C. Willing to Exchange
From the previous section, a group of young people
(age between 20 to 39) in a higher income level (personal
income over $5,000 or household income over $15,000 per
month) are separated as they are large enough to support a
market, in the family life cycle which has a greater need
of shopping goods, and possesshigher purchasing power. At
this moment, the task of the segmentation is to look for
those in the above category who are willing to pay more for
the better products/services.
Young people are mostly conscious of personal
style. Educated persons require better quality in
products/services. People in the higher working position
and income group would be more concern about their social
status. Meanwhile, people with the above characteristics
are, most probably, not satisfied with the service quality
of Hong Kong's department stores. This is, therefore, the
group of customers we are looking for.
D. The Decision Maker, the Buyer
Both the findings of this research (see the section
Customers of the preliminary study) and those conducted
by other expertsl indicate that women play a very
important role in the department store business. Women are
the major shoppers, buyers and decisi-on makers in this
part of the world. So, women especially working women,
would be the most important market segment for the
department store.
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Target Market & Supplementary Markets
In summary, the target market of the new department
store consists of customers possessing the following
characteistics:
1. Young (age 20 to 39), active, working females;
2. single or married;
3. educated (secondary education or above);
4. with personal income over $5,000 or household income
over $15,000 per month;
5. receptive to new idears;
6. concern about their personal style, social status and
well-being;
7. willing to pay for good services and high quality
products.
The most reasonable supplementary markets based on the
similar arguments would be:
1. Active, young housewives with one to two children, with
a household income not less than $15,000 a month. They
accept new services, are concerned about appearance and
the well-being of the whold family.
2. Male, single or married, age between 20 to 39, active
and socailly consicous. They should be professionals or
at least middle-level executives with monthly income
over $5,000
One very important supplementary market is the
tourist market. Since tourism of Hong Kong is well
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developed and the trend is expected to continue, and
shopping is one of the major activities of the visiting, it
is always a supplementary market with high potential for
the department store.
Smmarv
In addition to the role of market segmentation to
the department store and the objective of segmentation for
the new store, a detailed segmentation is included in this
chapter. The segmentation is based on both demographic and
psychographic variables in identifying the three elements
of a market:. people, their ability to buy and willingness
to exchange. Finally, a target market composed of young
working females who are looking for better services and
products is defined.
In order to further our understanding of the
taarget market, a customer survey on their preferences and
buying bahit is designed. The results and analysis of the
customer survey are summarized in the next chapter.
Notes:
1. Amason, Robert D., Burnett, John J. and Hunt, Shelby D.
"Feminism: Implication for Department STore Strategy





Having identified the target market and
supplementray markets, the next step was to have a better
understanding of the target customers' preferences and
attitudes toward the department store, their buying habits
and how they obtain messages/information. A customer
survey was therefore designed and conducted.
A total of 60 samples were selected by the
researcher for the survey. Information was collected
through personal or telephone interviews with these
samples. A structured questionnaire(Appendix 1) was
prepared to facilitate the interview.
The Respondents
All the respondents are females of age between 20
to 39, 70% of them are married. The average family size of
the married respondents is 3.09 persons. The median
personal income and household income are "$5,000-9,999" and
"$20,000 or over" per month respectively. All of the
respondents possess secondary education or above. Over 90%
of them are currently employed. Their occupations range
from teacher, administrator, banker, marketer, accountant to
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executive secretary.
Purposes of the Customer Survey
The survey was conducted by questionnarire
interviews with appropriate samples. The purposes of the
survey were:
1. To know about where and which store the respondents shop
most often and why (question 1 and 2) in order to choose
the location for the new department store;
2. To find out which store the respondents shop least and
the reasons (question 3) so as to avoid the same
mistakes;
3. In order to understand the respondents' buying habits
and attitudes towards shopping in department stores and
boutiques question 4, 5 and 6 were designed;
4. To find out when (weekdays or weekend) the respondents
shop mostly, and why (question 7);
5. To find out the respondents' major considerations in the
department store shopping (question 8: 17 items retailed
to the shop, products, services and promotion were
graded by the respondents);
6. To know about how the respondents obtain the
message/information of department stores (question 9);
7. To discover the respondents' expectation of a new
department store (question 10);
8. To collect ideas and opinions for the improvement of the
existing-department stores (question 11).
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Findings of the Survey
The results of the customer survey are summarized
as:
1. Over 90% of the respondents prefer to shop in the
downtown commercial areas, especially Causeway Bay and
Tsimshatui.






a) large shop, with wide variety of products, broad
selective range and fashionable inventories;
b) convenient location;
c) close to other commercial businesses(e.g. cinema,
restaurants);
d) reasonable price.
A more detailed analysis on the strengths and
weaknesses of these three stores are prepared as Appendix
L.









a) old fashioned (Dragon Seed, Shui Hing, Chinese
Products);
b) too expensive (Lane Crawford);
c) inconvenient (Sincere-main store);
d) narrow selective range (Dragon Seed);
e) low quality merchandise, poor layout (Sincere)
4. Reasons to shop in department stores include:
a) more choices of brands and price range;
b) one-stop shopping;
c) reliable;
d) accept credit cards even on sales
e) better facilities.
Reasons to shop in boutiques are:
a) more fashionable items, especially ladies' fashion
b) better service quality of sales people;
c) more unique, special items.
5. The lines of products which the respondents usually














The main reason to purchase these kind of products is the
wide selective range.
6. The major merchandise which the respondents buy from
boutiques is ladies' fashion because usually boutiques
provide more fashionable items and better selling
services.
7. About 42% of the respondents prefer to shop on weekdays
because stores are less crowded in this period. The
rest prefers to shop on weekends and holidays because
they have more time time and shop with family and/or
friends.
8. The score of major components of a department store in
terms of importance in shopping are listed in Table 9.
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TABLE 9
THE SCORE OF THE COMPONENTS OF A.DEPARTMENT STORE
Score (Max. 4)
Assortment of merchandise 3.75
Sales people's attitude 3.42
Price reduction 3.38




3.10Atmosphere of the store
2.69Decoration of the store









9. 85% of.the respondents obtain the message/information of
a department store from television and newspapers
advertising. Other important communication media
include magazines and radio advertising, publicity,
MTR station poster and word of mouth.
10. Over 90% of the respondents would like to have a new
department store in downtown especially Causeway Bay,
Central and TST. Nearly all of these respondents do
not really know what kind of services which a
department store can provide. However, they welcome
new services (e.g. child-care, advisory/consultancy)
mentioned by the interviewer.
11. 78% of the respondents think that the services quality
of the sales people of the existing department stores
should be improved. Other improvements include the
spacing, the layout, decoration and other facilities.
Analysis
Downtown commercial districts are still the most
preferred shopping areas because of:
1. High drawing forces- Consumers can have different types
of activities (e.g. meeting friends and relatives, have
tea and food, shopping, going to cinema) in these
commercial districts.
2. Close to working places- Consumers belong to the target
group mostly work in Central, Wanchai, Causeway Bay,
Tsimshatui and Mong Kok.
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3. Easy access- Consumers from every corner of the city
can take public transportations to these districts.
Public car-park facilities are also available.
A large department store with a wide spectrum
of product choices is preferred by consumers.
The quality and fashion of merchandise, the layout,
reliability, number of product lines, services quality are
critical considerations in customers' choice of the
department store shopping.
Customers prefer to purchase cosmetics and
household goods from the department store. The causes of
this phenomenon may include:
1. There are very few specialty stores providing modern
household goods such as cooking devices and grass wares.
2. Cosmetics are a necessity of the respondents (and also
other target customers), but only several drug stores
(e.g. Watson's) are specialized in selling this line of
products.
Therefore, customers look for these two kinds of products
have to shop in department stores.
The-target customers prefer to buy ladies' fashion
from a boutique to a department store because boutiques can
provide fashionable inventories, higher quality products
and better sales people services. If a department store
intends to compete with boutiques in this high margin
product line, it should pay close attention to these
crucial factors.
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Although more customers would like to shop in
weekends and on holidays, there is a growing trend of
shopping on weekdays.
The scoring of major components of a department
store in terms of the importance in shopping (question 8)
clearly indicates that assortment of merchandise and sales
people's attitudes are more important than price. It means
that price reduction is not the only attractiveness of a
department store to customers
Among the promotional techniques, lucky draw is the
least important to customers' shopping motive.
Display of merchandise, business hours and
convenient location are also very important considerations
in shopping.
Word of mouth is a rather effective channel of
information transmission from the department store to its
customers, good customer relationship is helpful in
developing this communication mean.
Services quality and attitudes of sales people is
the improvement which the customers would like to see.
This is a good opportunity to satisfy the target customer
with innovative services and professional salesmenship.
Conclusion
Wing On, Mistsukoshi and Daimaru are the three
department stores which the respondents shop most often,
but none of them can fully satisfy every individual. The
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respondents shop there because these stores are
comparatively closer to their expectation. The respondents
shop least in Land Crawford because they have the
impression that it is designed for the rich
people only. Obviously, there is a gap between the
top(Lane Crawford) and the other three stores(Wing On,
Mistsukoshi and Daimaru).
Most probably, consumers in our target group would
like to shop in a department store which is positioned in
the gap, possess a store image higher than the Japanese and
local department stores, provides more and better services,
and carries a wide spectrum of high quality and fashionable
merchandise in a reasonable price (compared to Lane
Crawford's). Since none of the existing department store
is able to meet these consumers' requirements, this is the
opportunity with great potential for a new comer.
Moreover, critical factors for the success of a
department store aiming at the upper-middle class would be:
1. located in the developed commercial areas where the
customers can easily access to and conduct other
activities
2. with a store image (including store design, decoration
layout and display) higher than the general department
store to reflect the social status of the shoppers
3. carrying high quality, wide spectrum and broad selective
range merchandise
4. providing services as.supplements of a whole package for
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customers
5. having qualified, professional sales team.
Summary
Knowledge of customers is a pre-requisite of any
businesses, especially the service industry. A survey was
therefore conducted to investigate the target customers'
buying habit, preferences and attitudes towards department
stores. The information collected from the survey
indicates that a department store positioned in-between
Lane Crawford and others would be most welcome. Important
factors such as location, store image, products and
services to a department store are also discussed.
In the next chapter, a model including the
positioning and store image, location selection and shop




A MARKETING MODEL OF A NEW DEPARTMENT STORE
FOR AN IDENTIFIED TARGET MARKET
The preliminary study of the department store and
its immediate business environment provide a general
picture of the industry in Hong Kong. The researcher has
concluded that it is a business with strong competition
within itself and with other types of retailing businesses
such as specialty stores and supermarkets. Seemingly, the
entire industry is in a defensive position and, therefore,
uses pricing as its main weapon. Services in terms of both
quality and quantity are poorly developed. For a new
comer, the Hong Kong market is therefore composed of
threats as well as opportunities. It all depends on how
the new comer positions itself and uses the opportunities.
Apparently, it should put more emphasis on service
development instead of on price competition to establish
and grow.
Second part of this research is to segment a target
market and supplementary markets for the new store.
Customers in the defined markets should possess high
purchasing potentials, consciousness of their social
status, being receptive to new ideas and willingness to pay
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for better products/services. A target market composed of
upper-middle class, young, educated working females and
three supplementary markets with the above characteristics
have been identified.
In order to better understand the target customers'
buying habits, preferences and attitudes towards shopping
in department stores and other specialty stores, a customer
survey has been conducted. Information gathered from the
survey has shown that no particular department store can
satisfy the target customers. There are some department
stores at which the target customers shop more frequently
only because these stores are close to what they expect.
Their ideal store should be in-between the Japanese stores
and Lane Crawford. It should be a large, spacious store
with stylish decoration, selling a wide spectrum of goods
of high quality and fashion in reasonable prices (compared
to Lane Crawford's)-and providing better services. It's
sales people should be patient, helpful and professional.
It should be a cheerful place for consumers to go even if
they are not interested in shopping.
Since none of the existing department stores can
completely satisfy this market, no direct competition is
observed. This is in fact a great opportunity for a new
comer.
Having a gerenal picture of the department store
industry and knowing the needs of the target market, the
researcher's immediate task is to_prepare a marketing model
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for the new department store to approach and satisfy the
target customers. This marketing model includes:
Personality-store positioning and image Place-store
location and design Product-goods and services People and




Obviously enough, the target customers would like
to shop in a store which can reflect their social class and
distinguish themselves from the others. The new store
should therefore be positioned as the second best just next
to Lane Crawford. Since the parent company is a famous
American department store (e.g Macy), this positioning is
consistent with the parent and expected. As a matter of
fact, people in Hong Kong have already accepted the idea
that American organizations are relatively better. Thus,
the new store will be an upscale American department store
designed for the young, active, style-conscious
upper-middle class.
B.Store Image
In order to be consistent with the positioning,
the new store should have an image that it is a
customer-oriented store for a certain group of people
which, in this case, is-the young, active, educated
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upper-middle class concerning about fashion, style and
quality. It should give consumers the impression that it
is a store providing high quality, fashioned and stylish
products offering innovative and new services as
supplements of a package of satifaction. To shop there
means relexation and enjoyment on one hand and reflection
of.social status and achievement on the other hand.
Since image is the total of all the impressions
people have about the store, the other parts of the
marketing model is consturcted in the same direction. In
the other words, the entire marketing model is formulated
to create and communicate a desirable store image and
positioning to consumers so as to stimulate the target
customers to uncover their actual needs and then to satisfy




For a retail business, location is one of the most
critical factors of its success. Therefore, the location
of the new store should be:
1. consistent with the store image
2. convenient to the customers
3. able to use the high area drawing power.
As mentioned in Chapter 3, there is a trend that
department stores will be either located in the established
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commercial districts or in new towns. Those operated in
downtown commercial areas are called urban/city stores
while those in new towns regional stores. Very often,
customers have the impression that the urban stores have
higher store images and carry better products. Since the
new store is an upscale American department store, this
image will not be consistent with the intended store image
if it is located in new towns.
On the other hand, because new towns are developed
basically for the lower-middle class, and usually these
places are far from the city area, it is rather difficult
and takes time for our customers to go there. Therefore,
the incentive to shop in the new store will be weakened if
it is in new towns.
Furthermore, commercial businesses in new towns are
less in both quanlity and attractiveness, so their area
drawing force is much lower than that of the downtowns'.
In summary, the new department store should be
located in the downtown commercial districts so as to make
optimum use of their high drawing power, to be consistent
with the intended store image and convenient to the
customers. Since store location is very important, an
independent project on site selection is deserved and
recommended.
B. Store Design
The store design-of a department store is like the
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package of a product, it can make the product look
different and more attractive. So, the new store should
be designed to:
1. support the store positioning and image
2. attract and entice walk-in, and hold customers in the
store
3. create a comfortable and cheerful shopping environment
4. shorten the distance between patrons, sales people and
products
5. clearly inform shoppers the store's products, services
and facilities.
Since the first visual impression is given by the
store's exterior, exterior design is considered first.
1. Signage
The store sign should be in a position easily seen
and eye-catching, and includes its name and logo to make
it identificable and to enhance the store image. The
paint and/or light of the sign should always be in
perfect conditions- clean and clear, to let people feel
that the store is up-to-date and on-going.
2. Entrance
The main entrance should be peasant, attractive to make
passers-by stop at, look-in and finally go-in. It
should be specially designed so that people can always
associate it with its store name. Moreover, the design
should allow passengers to stop by. Other entrances, if
any, should be good-looking too.
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The interior design plays a significant role in
sales after customers have been attracted in. Equal care
should be taken to have interior complement the exterior so
the whole package is rated as superior in the target
customers' mind.
1. Atmospherics
Store atmospherics (smell, sound sight,
air-conditioning) should be integrated as a mix to make
patrons feel easy, enjoy the shopping and stay longer.
Very light flesh foral scent, soft music and proper
lighting can vivify the store to be a very comforable
place to stay and shop. The shape of partition and the
colour of walls in each department can be different in
order to have their own personalities. However, they
should coincide with the overall store image.
2. Layout patterns
Each individual department should have its own pattern
of layout to suit its product nature. For example, in
the department of ladies' fashion, free-flow design is
appropriate whereas in the food department, grid pattern
is good for the purpose. No matter which type of layout
pattern is used, it should be designed to encourage
shoppers to feel and touch the products in order to
stimulate their desire of purchasing. In some
departments (e.g. apparels), flexible partitions and
shelfs are recommended to-allow change occasionally so
as to create the image of progress and newness.
57
Since internal and external appreances are very
critical to the department store in positioning, creating
the image, attracting and holding customers, the whole
store should be designed by specialists to insure all the
elements are coordinated and consistent with the store
positioning and image.
Product
Being the core element of a marketing mix, the
product, in the broad sense, should consist of both the
physical goods and associated services. These two major
parts should complement each other to provide customers a
package of product to satisfy their needs or to solve their
problems. Goods sold should also let the store earn
reasonable profits to survive and grow whereas services
offered should establish and maintian customer
relationships on one hand, promote and accelerate sales on
the other hand. Thus, it should take great care in
merchandising to suit target customers' taste. No less
attention should pay in servicing these customers.
A. Goods
1. The new store should carry a complete line of
merchandise to offer the one-stop shopping benefit to
customers. Merchandise in different departments should
be consistent in styles, quality and prices to encourage
more one-stop purchases.
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2. Merchandise should be chosen according to the target
customers' preferences. For example, career women are
mostly brand-loyal1, so branded items are preferred when
considering this market. Developing the house name into
a brand, if possible, can be helpful in building up
customers' confidence to the products offered.
3. Merchandise should be presented differently based on
their nature so as to make the optimum use of the
product characteristics in enticing customers.
4. Pricing is a key factor in positioning. In general,
merchandise similar to those of Lane Crawford should be
marked down 10 to 15% to let the buyers feel that their
money is worth more in our store.
B. Services
In order to uniquely position the new store, it
should provide as many services as possible to give
customers an impression that it is a store concerned about
the.services. Ordinary department store services should be
innovated (e.g. to issue the house credit card in addition
to just accept the popular credit cards to give a special
package and provide greeting card for gift purchasing).
Some new services e.g. after sale consultancy, catalog
merchandising, overseas shipment service, study group
organization, cloak room and child care services) have to
be created to make the package of product more prefect and
welcome. A customer servicing unit is recommended for the
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store to take care of the service innovation, creation,
implementation and control in order to insure good services
are being offered.
Store facilities (e.g. telephone, toilet, elevator,
information counter, etc.) should also be considered as
customer services and therefore make them always available
and in good conditions. In other words, service is the
supplement of goods in providing satisfaction to customers.
The store is not selling merchandise only, but it is also
providing convenience and satisfaction.
Peo le
People are important assets to any organization.
In a department store, sales people and other staff are not
only employed to facilitate sales and business
transactions, but also to represent the company attitudes
in treating customers.
The new store should invest more in selecting and
training sales poeple. The training should include
operational procedures, store policies, selling techniques
as well as marketing concepts. Every salesclerk should
always clearly understand his/her role. They should be
polite, patient, helpful, friendly and professional. In
addition to work on the sales transactions, sales people
should be trained as one of the marketing communication
channels. A further dicussion on the role of sales
personnel can be found in the section of personal selling.
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In'practice, females are preferred in some
departments (apparels, toys stationary, cosmetics) while
males in the others (furniture, household electric
appliances) to meet the needs and the personality of each
indicidual department. Sufficient sales staff should be
put in each department to prevent them from having too much
work load. Some organized incentive plans can be helpful
to motivate the sales people to put more effort and
approach customers with positive attitudes. Enough
supervisors are also needed to insure satisfied selling
services are being provided.
Communication
Marketing communcation is the mixture of
advertising, public relations, sales promotion and personal
selling. For the new store, the overall objectives of
communication are:
1. to create, promote and enhance the intended store image
2. to arouse and hold customers' interests to the store
3. to increase store traffic and accelerate sales
4. to collect feedback for further improvements.
Individual tasks'and strategies of each component are
discussed separately.
A. Advertising
Advertising plays an important role in both
ommunication and promotion. It is the most effective
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channel and rapid way to provide information to the mass
public. For the new store, advertising should be employed
mainly to create, promote and enhance the desired store
image, and to inform customer of the products/services
provided. It should not only advertise when it is having
sales or some other kinds of special promotional
activities, but also with regular advertising campaigns to
promote the store name.
1. Media
Since frequent department store shoppers prefer reading
(newspapers, books and magazines) to watching
television2, newspapers and magazines should be
considered as the major advertising media to deliver the
messages. In order to be consistent with the store
.image and to have a higher reach rate to target
audiences, upscale newspapers and magazines are
preferred. For the same reasons, other than the two
Chinese television channels, the two English ones can
also be a good choice for the television advertising.
Other media such as posters in some Mass Transit Railway
stations (e.g. TST, Causeway Bay, Jordan), direct mail
and so on can also be employed. The advertising
frequency should be sufficient to make customers always
aware of the store and its activities. For example,
print advertisements should be at least appears once a
week in the selected press media.
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2. Message
The advertising message should focus on the uniqueness
of the store as the selling point. It should contain
the benefits for customers. The message should be
simple, clear, representable and impressed.
All kinds of advertising should be carefully prepared and
launched as campaigns. Style and message of different
campaigns must be in consistent with one another
B. Sales Promotion
Although the new store should attract its customer
by a better package of products/services instead of
pricing, sales promotion is still inevitable for a retail
business, eapecially when all the other department stores
are having their sales promotion. The most frequent
promotional activities in Hong Kong's department stores are
price reduction and lucky draw.
Price reduction is an effective sales promotion
tool, however, its attractiveness to customers becomes
lower and lower because it has been over used by the
department stores and other retail businesses. On the
other hand, the results of the customer survey indicate
that lucky draw, a promotion activity generally used by
Japanese stores, is not as effective as expected because
customers think that the chance to obtain the prize is too
little. They prefer something which they can surely get.
Therefore, the new store should apply some other
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promotional activities which are attractive, interesting,
and new to customers, for example, gift coupon.( For
every purchase of HK$100, the buyer is entitled to have a
gift coupon.. Some special items are prepared as gifts.
Customers can select their gift according to their
preferences and exchange them with the coupon. No extra
payment is required. Gifts can be ranged from a notebook
to a fur coat. Higher valued gifts require more coupons
to exchange. A special corner is designed for the gift
display and exchange. All gifts should be useful to
customers and be properly displayed to present their
value/usage and therefore to enhance their attractiveness.
Customers are allowed to feel and touch, and even try on
the gift items.)
Each type of promotional activities should not be
used too often no matter how successful it was. Once every
year is the maximum. So, the store should have new tpyes
.of sales promotion to replace the used one. The interval
between sales promotions must not too close to weaken their
attractiveness.
Except for the special sales promotion, regular
promotional activities should be organized to maintian
customers' interests in the store, and also to give an
impression that there is always something new and
interesting happening in the store. The regular promotions
should not confined to a few line of products (e.g.
apparels) only. Each product line can be used as a topic
64
for promotion, for example, how to prepare your kids' toys,
and so on. Any good promotional actvity should involve
customers.
C. Public Relations
Instead of promoting sales, the function of public
relations is to create and strengthen a favorable image, to
build up company good-will and to establish good customer
relationships. Thus, it can be considered as another form
of promotion.
As mentioned in the previous chapter, public
relations in Hong Kong's department stores is almost
confined to the short press release concerning the
promotional activity that a store is conducting. Usually,
the pubilcity-is placed in inside pages of newspapers and
not noticed by customers. Public relations activity like
Yaohan's firework display is very rare and unusual.
Since the traditional public relations activity
seldom get customers involve and notice, its value to
department stores' promotion is very little and therefore
not emphasized. Some breakthrough in public relations may
be helpful in creating a different image of the new store.
It is strongly believe that the new store's public
relations activities should not limit to news story release
only, it should obtain as much customers' participation and
supports as possible. For example, the store can organize




Personal selling in the new store is used to:
1. arouse customers' interest and promote the store
traffic
2. complete sales transactions
3. increase sales volume
4. establish and maintian customer relationship
5-_ cn 1 1 ec t f eedhack.
By direct personal contact (e.g. phone call) with
the old customers and by giving them information (e.g. new
arrival, special promotion), personal selling can arouse
customers' interests and encourage more visits. In order
to make this kind of personal contact success, a good
customer relationship has to be established and maintained.
Sales people's attitudes and professionalism are the key
factor in building up such a relationship. So, training
for sales personnel cannot be overlooked. A selling model
is summarized3 (Appendix 3) as references for the new
store. A successful personal selling can complete sales
transactions, increase purchases and collect customers'
responses at the same time.
It is for the store's benefit to have information
(name, telephone number, occupation) of every customers.
In the process of the personal selling, this kind of
information is not hard to obtain. The store should make
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full use of the information in prospecting, promotion and
relationship building.
Conclusion
As a conclusion, the new store should be positioned
as an upscale Amercian department store for the defined
market. It should give consumers the impression that it is
different from other Hong Kong department stores. It is
customer-oriented and provides quality, style and fashioned
merchandise and new services as a package of product in
satisfying customers'needs and wants.
The store should be located in one of the downtown
commercial districts and designed properly to create an
image consistent with the positioning. Trained sales
people is necessary to deliver'the package of product to
customers. For communication, advertising is used to
create the store image to inform customers the benefits-
which they can obtain from the store, to support special
promtional activities sales promotion functions in
promoting store traffic and increasing sales volume public
relations should be used to build up the customer
relationship and to promote the intended store image
finally, personal selling is used to complete and even
increase sales transactions.
Summary
The last chapter of this report is the recommended
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marketing model of the new store for the identified target
market. The model includes the Personality-store
positioning and image Place-store location and design
Product-goods and services offered People and
Communication-advertising, sales promotion, public
relations and personal selling.
The new store is recommended to positioned as an
upscale Amercian department store just next to Lane
Crawford. It is designed for the young active, educated,
style and socially conscious upper-middle class. Working
females are the target market of the store. The store
location and design, products and services, and
communicaion should all be made up and coordinated to
satisfy the target market and supplementary markets.
As a whole, this research provides an overall study
on the department store in Hong Kong and its business
environment. At the same time, it segments a market with
high potentials for the industry, and also formulates a
model for a department store to approach and satisfy this
target market. Hopefully, the analysis and recommendations
are able to give some insights and new ideas to anyone who
would like to explore and invest in this market, and those
who are currently conducting business in this industry.
Since the department store which the researcher is
supposed to work for as consultant does not actually exist,
its financial capabilitites, human resources and company
goals are unknown. On the other hand, owing to the
68
conservative attitudes of most department store personnel,
very little information can be obtained from contacts with
them. Moreover, due to the limitation of time and human
resources, the customer survey cannot be conducted on a
probabili-tic sampling basis. However, all information
gathered is thoroughly organized in order to give readers
the most detailed analysis.
To open a new department store or to reposition an
existing store is an investment worth millions of dollor.
This research can only be considered as the first step in
the whole process. Further studies on the site selection,
the store design, the merchandising and the opening would
be helpful and needed. Other related aspects such as the
financing, staffing and the stocking should also be major
considerations for a department store.
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APPENDIX 1
QUESTIONNAIRE - CUSTOMER SURVEY






(2) Which department store do you shop most?
Why?
(3) Which department store do you shop least?
Why?
(4) What would be the differences of shopping in department
stores and boutiques?
(5) Please check the lines of products you usually
















(6) What kinds of merchandise you purchase in boutiques?
Why?
(7) Which day of a week do you shop mostly?
Why?
(8) Please indicate the importance of the following items
for you shopping in a department store (4 being the
most important).
Sales people' attitudes 1 2 3 4
Decoration of the store 1 2 3 4
Atmosphere of the store 1 2 3 4
Display of merchandise 1 2 3 4
Assortment of merchandise 1 2 3 4
1 2 3 4Selective range of products
Delivery 1 2 43
Accepting credit card/sheque 1 2 43
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1 2 3 4Other facilities (toilet, phone
With resturants/coffee shops 1 2 3 4
With supermarket 1 2 3 4
Price reduction 1 2 3 4
Free gift 1 2 3 4
Lucky draw 1 2 3 4
Convenient location 1 2 3 4
With parking nearby 1 2 3 4
Business hours 1 2 3 4
Others (please specify) 1 2 3 4
(9) Please check the medium through which you get the
messages/information of a department store (you may





















b) age: below 20
20- 39
40 or above
c) marital status: single/married
d) family size: persons
e) income (personal income for the single family income
for the married)





f) education: primary school
secondary school




THE STRENGTHS & WEAKNESSES OF
THREE MAJOR HONG KONG DEPARTMENT SOTRES
Wing On
A. Strengths
1. Has been in the business for a long time (77 years),
known to every Hong Kong people.
2. Well established, with branches located strategically in
almost every commercail districts.
3. It provides a wide spectrum of household products.
4. Carrying products imported from all over the world as
well as locally made.
5. the market leader.
B. Weaknesses
1. Inventories are mostly old-fashioned.
2. Insufficient spaces to accomodiate a large volume of
customers on weekends and holidays.
3. Poor and ineffective in-store display.
4. Lack of professional sales services.
Mistsukoshi
A. Strengths
1. In a stategic location of a major business district.
2. A well known Japanese chain department store.
3. New, tasteful-decoration.
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4. Carrying a wide variety of wearing apparels and
household goods.
5. Fashionable inventories.
6. Parking facility is nearby.
7. With other in-house facilities: coffee shop fast food,
shoe repair.
B. Weaknesses
1. No other branch in Hong Kong.
2. With very intensive competition, three major Japanese
stores are located in the same area and a new one will
open soon.
3. Products are mostly Japanese made.
Daimaru
A. Strengths
1. Has been in the business for over 20 years, it is the
first Japanese department store in Hong Kong.
2. Known to most Hong Kong poeple and visitors.
3. Parking facility is nearby.
4. Next to the MTR exits.
5. Conducting in-house promotional activities from time to
time, for the "Japanese product introduction".
6. Has a big supermarkets providing different kinds of
Chinese dishes and a Japanese fasst food corner.




1. Lack of sophisticated advertising and promotion
strategies.
2. Located in an area with very great competition.
3. Not a 7-day week operation, it closes on every
Wednesday.
4. Ineffective in-store display.
5. The whole store is not under one roof,spoiling the
one-stop shoping advantage of a department store.
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APPENDIX 3
A MODEL OF PERSONAL SELLING IN THE DEPARTMENT STORE SALES
Department store sales can be divided into nine steps.
(1) Prospecting
Even though prospecting is mostly carried out through
advertising and publicity in department store sales,
personal selling is still play a role in this part. For
example, the sales people can get regular customers to buy
more products be calling them when a shipment of
merchandise arrives or when a special promotion is being
held.
(2) Pre-customer contact
Before actual customer contact, sales people should be
well prepared with relevent information so as to handle the
sale effectively and efficiently.
1. Operational procedure
Sales people should be familiar with the general
procedure such as how to fill out a receipt, how to wrap
the purchase in order the proceed a sale effeciently.
Other related things such as stock level, stock locations
should also be known.
2. Store policies
Sales people should exactly know the store
policies such as return previlege and the use of VIP card
so as to avoid unnecessary conflicts and problems because
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of customers' confusion and misunderstanding.
3. Other Departments
Knowing what the other departments are selling can
help to meet customers' needs in other lines of
merchandise. This kind of help will let customers feel
that they are being served by the whole store.
4. Product knowledge
To be effective, sales people must have knowledge
of the products they are selling. Product knowledge will
assist a sale person in demonstrating the product, in
developing a good sales presentation and in answering
customers' questions. Without adequate product knowledge,
a sales person will not let the customer experience the
benefit he can obtain from the product. We should always
remember that a customer is not buying a product, he is
buying something which can meet his needs and wants or
solve his problems. Many customers buy where they have
confidence in the product knowledge of the sales people.
Therefore, a good sales person should acquire as much
information as possible about the products he is selling.
3 Initial customer contact
The first contact between the sales people and the
customer is very important because a sale can only be made
when it is successfully opened.
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Basic guidelines for the initial customer contact are:
1. Approach customer promtly
Serving customers takes priority over all non-selling
duties. Every customer should be approached promptly as
soon as he enters the department. Nothing irritates a
prospective customer more than being ignored while the
salespeople engage in conversation, housekeeping or book
work.
2. Extned a warm and friendly greeting and make customer
feel at ease
A real smile is necessary in a warm and friendly
greeting. Besides, the opening statement should be
carefully chosen to let the custome feel that the sales
person is willing to serve. "May I help you?" is a polite
opening remark generally used. But statement such as "I
have something I want you to see." or "Have you seen our
sale merchandise?" may generate much customer interest and
have better effects in opening the sale.
(4) Determining customer's needs
Having known the customer's interest in the initial
contact, the sales people should help the customer express
his needs and wants, or problems. Listening carefully to
what they are and getting the responses from your
suggestions or the first merchandise shown may help in
identifing the customer's buying motives. For example, a
lady has to go to a party she
wants to have an evening dress which will make her look
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bueatiful and different. She will not directly tell the
sales person. Therefore, a sales person has to identify
her needs and wants very carefully. (This example will be
used in the following section.)
(5) Presentation of the merchandise
After carefully determining customer wants and needs,
the sales person can continue the selling process by
presenting the merchandise in light of the customer's needs
and wants.
General guidelines for a good presentation are:
1. Do not sell her the evening dress, sell her the
distinctive looking
A sales person should not spend all the time in talking
about product features such as the material of the evening
dress, care should be taken to insure that the lady will be
benefit from having the product.
2. Obtain her involvement
The sales person should encourage the lady to touch,
feel and eventually try on the evening dress. She can
experience the benefit from the merchandise only when she
puts on the evening dress.
3. Do not confuse her with too many items
Showing her two to three dresses each time to let her
compare them is a good practice. But too many items at a
time will confuse her and have adverse effect.
4. Different sales manner to different customers
The. same merchandise cannot be successfully presented
80
all the customers in the same, identical manner because
different customers have different buying motives.
5. Show merchandise in the middle-price range
By showing the middle-price merchandise, the sales
person can work up or down the price scale according to her
customer's preference and ability to pay.
(6) Answering questions and meeting objections
As mentioned in the previous section, a sales person
well-equipped with product knowledge and other relevent
information can perform very well in answering customer's
questions. Besides, a good answer should be precise and
concise, and effectively solve, the customer's problems. On
the other hand, in meeting objections from customer, the
sales person should find out the reasons of the objections.
For example, if it is a price objection, the customer
thinks that the price is too high, the sales person can
emphasis on the quality and durability of the product. A
sales person should realize that objections are part of
selling and try to handle them differently according to the
individual situations.
(7) Closing the sale
Since no close means no sale, closing the sale is, in
fact, curcial to success. Without the close, the selling
process is merely conversation. To be a successful sales
person, one must be able to close that sale, thus turning
over merchandise, making a profit, and satisfying the
customer. In trying to determine when to close a sale, it
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is important to watch for many kinds of buying signals. In
the example mentioned previously, if the lady asks how to
clean the evening dress. It is a buying signal. A good
sales person has to pay attention to learn about buying
singals of individual customers. However, the close does
not always happen automatically. The sales person must
assist in even the best situations. Closing techniques
which may be used inclube:
1. Give a choice
The customer is asked to make a small decision which
implies the larger decision. Questions such as "What color
do you prefer, pink or blue?" can encourage the customer to
take action.
2. Offer a special service
For example, the sales person asks the lady "Do you
want us to deliver your evening dress to your home?" The
lady may like the service offered and take action to buy.
3. Advise not to wait
Under this approach, the lady is told that the pink one
is the last instock. Any delay implies that it may be sold
to someone else. Such a close may complete the sale if the
customer wants to buy the item late.
4. Offer inducement
The lady is encouraged to take action immediately by
giving her a certain discount or a free gift.
No matter which approach is used, those suggested
above or some others, the timing of the closing attempt is
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very important to the sale. The sales person should not
rush the customer or take too long in asking for the sale.
The sales person should determine the best approach to be
used in the previous contact and conversation with the
customer. A close should be tried in every case. It i s
better for a sales person to make a mistake in attempting
to close the sale than to never try to close the sale in
the first place.
If the close is not success, or the customer does
not want to buy right now. The sales person should not
indicate any dislike, he should let the customer know that
he is willing to serve her any time. Otherwise, the
customer may be lost forever.
(8) Suggestion selling
Suggestion selling of related items should be carried
out between the close in the customer's mind (when the
major item to be purchased is decided upon by the
customer.) and the writing of the sale. As in the
previous example, when the lady has decided to purchase the
pink evening dress, the sales person may suggest her a
scarf or a pair of shoe which complement to the dress and
will make her look more perfect. The purpose of suggestion
selling is to uncover the customer's unconscious needs so
as to sell the customer a whole package of benefit.
(9) Sales follow-up
In many sales, there is work to be done after the
customer has made a purchase. If a sales person assure.
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delivery, as in the above example, on the item of
merchandise, it is important to follow up on that
guarantee.
The sales person should, therefore, check with the customer
in a day or two to see if the merchandise arrived on time
and in good condition. This kind of sales follow up is
very important in developing customer relationship and
promoting campany image.
Even though not all sales in a department store go through
all the steps in a selling process. In some cases, a
customer perfers to choose the product by himself from the
shelf and goes to the cashier to pay for it directly and
not ask for the help from the sales person. However, a good
sales person should prepare himself to provide same level
of service-quality to any customer for any merchandiese.
In summary, selling function in department store should be:
1. To help customers to define and otherwise understand
their needs, wants and problems;
2. To assist them in locating the best possible answer to
the problem by selecting suitable items and showing them
willingly, and by explaining just how and why the goods
will yield the desired satisfactions;
3. To handle customer contact in such a way that shopping
becomes a pleasant experience and the customer is left
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